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To Our Shareholders: 

The fiscal year ended June 30, I960, was a year of accomplishment and progress for Franklin 
Stores Corporation. The Company continued to expand and modernize its physical facilities at an 
accelerated pace. Our operations in Puerto Rico continued on the upgrade from the standpoint of 
sales and profits. We have enlarged our New York warehouse and distribution building to expedite 
shipments to our stores and enable our central office facilities to operate at peak efficiency. The 
operating results for the past fiscal year, including the financial information in comparative form, is 
herewith presented. 

Sales ami Earnings 

Consolidated net sales for the fiscal year ended June 30, I960, of $44,693,265.98, represented 
the largest sales in the Company’s history and compared with sales of $43,405,603.23, for the pre¬ 
ceding fiscal year, shows an increase of $1,287,662.75, or 2.97 per cent. The rise was chiefly 
accounted for by sales in new stores opened during the past year. Consolidated net earnings for the 
I960 fiscal year, after provision for Federal Income Taxes, amounted to $801,385.37, which com¬ 
pares with last year’s $1,047,076.34. Per share earnings were $1.01, as against $1.32, based on the 
number of shares outstanding at the close of the respective years. The principal cause for the lower 
earnings shown for the past year was due to the heavy pre-opening outlays incurred in the fourteen 
units opened during the year. Other contributing factors were the losses sustained in the closing of 
a greater number of stores than in any year in the past. However, as a result of the above moves, it is 
expected that benefits by way of better earnings will be obtained in future years. 

Dividends to Shareholders 

Regular quarterly cash dividends of 20 cents per share were paid during the fiscal year just 
ended, being at an annual rate of 80 cents per share, in an aggregate amount of $637,444.40. This 
total was the second largest amount the Company paid to its stockholders in any one year during the 
past 21 years in which dividends were paid without interruption. The increased amount paid was as a 
result of the five per cent stock dividend distributed near the close of the preceding fiscal year. 

Financial Condition 

Our financial condition continued strong. The net worth of the Company rose during the year 
to $12,962,031.54, and the book value at the close of the year was $16.34, per share, compared with 
$16.16, last year. The current profits are continuing at a level at which your Company could pro- 
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vide funds for expansion out of depreciation reserves and retained earnings in the business. Cash 
and United States Government Securities alone were in excess of four million dollars, with the current 
assets being 3.35 times current liabilities. 


Working Capital Increases 

Working capital at the fiscal year end, which is the excess of current assets over current liabili¬ 
ties, amounted to $8,502,690.79, showing an increase of $1,113,498.43, over the figure of 
$7,389,192.36, at the beginning of the fiscal year. Contributing to the increase in working capital 
was the additional cash received through refinancing of our long term loan with the insurance 
company. The amount spent for new acquisitions and modernization of existing units was in excess 
of $1,500,000. A comparative summary of the working capital as at June 30, I960, and 1959, and 
the source and application of funds in the past year, is shown below: 



June 30, 1960 

June 30, 1939 

Cash & U. S. Government Securities. 

. $ 4,157,743 

$ 3,104,706 

Accounts and Notes Receivable. 

. 2,439,815 

2,636,937 

Merchandise Inventory . 

. 5,515,869 

5,750,065 

Total Current Assets. 

. $12,113,427 

$11,491,708 

Less: Current Liabilities . 

. 3,610,736 

4,102,515 

Working Capital . 

. $ 8,502,691 

$ 7,389,193 


Source and Application of Funds 

FUNDS PROVIDED 


Net Income for the year. $ 801,385 

Depreciation and Amortization. 851,381 

Increase in Long Term Loan. 1,719,437 

Decrease in Long Term Receivables. 25,475 

Increase in Other Reserves. 7,299 

$3,404,977 


FUNDS APPLIED 


Cash Dividends Paid. $ 637,444 

Capital Expenditures. 1,538,242 

Acquisition of Treasury Stock—Net. 25,869 

Increase in Deferred Charges. 67,752 

Decrease in Reserves—Will Call. 22,172 

Increase in Working Capital. 1,113,498 


$3,404,977 


TEN YEAR SUMMARY 


Fiscal Years Ended June 30, 

1960 

1959 

1958 

1957 

OPERATIONS: Net Sales . 

$44,693,266 

$43,405,603 

$39,580,347 

$37,519,337 

« 

Income before Taxes. 

1,354,891 

1,740,010 

1,439,411 

1,649,267 


Income after Taxes. 

801,385 

1,047,076 

900,854 

1,030,213 


Dividends Paid . 

637,444 

611,097 

601,219 

608,989 


Number of Stores. 

179 

178 

174 

167 


FINANCIAL POSITION: Total Assets . 

$20,068,265 

$18,724,708 

$17,566,050 

$16,780,020 


Working Capital . 

8,502,691 

7,389,192 

6,940,407 

7,352,369 


Current Ratio . 

3.35 to 1 

2.80 tol 

3.11 tol 

3.99 to 1 


Fixed Assets—Net . 

7,201,617 

6,514,756 

6,636,667 

6,381,860 


Net Worth. 

12,962,031 

12,823,959 

12,290,621 

12,105,797 


PER SHARE: Net Income*. 

$ 1.01 

$ 1.32 

$ 1.15 

$ 1.29 


Dividends Paid . 

.80 

.80 

.80 

.80 


Book Value . 

16.34 

16.16 

16.45 

16.00 



* Earnings per share for the fiscal years ending June 30, 1951 through June 30, 1958 were adjusted accordingly to 


Franklin Stores Corporation 


i 
























































Expansion Program 

The Company continued its stepped up expansion program during the past year by opening 14 
new units, mostly in the Caribbean area. It was also necessary to close 13 stores which were either 
unprofitable or did not have prospects for future profitable operations. At the close of the year, 
Franklin Stores Corporation operated 179 stores in the United States and Puerto Rico. The develop¬ 
ment and expansion of our operations in Puerto Rico arc about concluded and we are now concentrat¬ 
ing on new store openings near that area. Plans are also being formulated by our management to 
enter the field of discount operations, which will be confined to our own lines, consisting of women’s 
and childrens wearing apparel. This policy, while yet in the experimental stage, will provide a 
larger merchandise display for customers seeking self-service selection with minimum sales clerk 
attendance. The resulting savings in costs will be passed on directly to the customers in the form of 
lower prices for the fine quality and good values offered throughout the Franklin chain. 

Future Outlook 

Looking ahead, we are fully alert to the fact that we must be prepared to meet the trend toward 
higher costs and more intense competition. In the years to come, the aggressive expansion and 
modernization of our chain will continue, so as to maintain our formidable position in the field. A 
sound reason for the success and strength of our Company since its inception has been the keen 
interest of our employees in the affairs of the business. Many of our employees are shareowners, 
principally because of their preference for receiving stock in the Company in lieu of cash due them 
for compensation or bonuses. This initiative forms a sound basis for looking ahead to the future 
with great optimism. 

In rendering the results of another year of growth and progress, I am joined by the Board of 
Directors in thanking our many dedicated employees for their loyalty and important part in our 
success throughout the years. We also wish to express our thanks to our many stockholders, customers 
and suppliers for their splendid cooperation and fine support during the year. 

Respectfully submitted, 

New York, N. Y. (jtM&J 

August 31, I960 President 
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f 1956 

1955 

1954 

1953 

1952 

1951 

, $34,321,871 

$30,327,146 

$29,373,809 

$32,266,225 

$32,193,336 

$27,377,941 

1,629,161 

1,536,873 

1,364,791 

2,171,727 

2,181,479 

1,711,287 

1,026,569 

1,005,398 

913,649 

1,376,171 

1,366,113 

1,201,615 

604,517 

599,663 

605,520 

580,854 

575,802 

540,769 

161 

155 

156 

153 

147 

131 

$16,512,218 

$15,715,438 

$15,239,056 

$15,227,181 

$14,013,059 

$13,672,015 

7,338,656 

7,299,198 

6,955,601 

7,764,157 

6,371,224 

6,032,773 

4.19 to 1 

5.17 to 1 

5.81 to 1 

6.63 to 1 

4.32 to 1 

3.64 to 1 

6,279,733 

5,955,178 

6,299,211 

5,236,471 

5,265,703 

4,887,635 

11,705,542 

11,261,994 

10,852,460 

10,638,794 

9,799,860 

9,008,463 

$ 1.29 

$ 1.28 

$ 1.16 

$ 1.72 

$ 1.71 

$ 1.51 

.80 

.80 

.80 

.80 

.80 

.75 

15.47 

14.96 

14.45 

14.01 

13.63 

12.51 


give effect to the two five per cent stock dividends paid in the fiscal years ending June 30, 1953, and June 30, 1959. 
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STORES CORPORATION and Subsidiary Companies 

Consolidated Balance Sheet 


ASSETS 


I960 


1959 


CURRENT ASSETS: 

Cash on Hand and in Banks. 

United States Government Securities. 

Will Call Accounts Receivable. 

Notes and Mortgages—Due Within One 


Year . 

Other Accounts Receivable: 

Customers’ Charge Accounts. $ 1,076,812.55 

Sundry Other Receivables. 272,063.10 

$ 1,348,875.65 

Less: Reserve for Doubtful Accounts. . 114,681.26 


Merchandise Inventories—at the lower of 

Cost or Market. 

Merchandise in Transit. 

TOTAL CURRENT ASSETS. 


OTHER ASSETS: 

Notes and Mortgages Receivable. $ 206,910.53 

Less: Current Installments Shown 

Above . . 33,258.00 

Deposits with Public Utilities and Others. 

FIXED ASSETS: 

Land and Buildings—At Cost. $ 2,577,370.16 

Less: Reserve for Depreciation of 

Buildings. 543,523.28 

Leasehold Improvements, Air Condition¬ 
ing, Furniture, Fixtures, Equipment, etc. $ 8,517,545.22 
Less: Reserve for Depreciation and 

Amortization . 3,523,947.44 

Construction Advances . 

DEFERRED CHARGES: 

Unexpired Insurance. $ 61,690.07 

Prepaid Rent. 250,028.02 

Prepaid Expenses. 43,867.02 

Cash Surrender Value—Life Insurance 

Policies . 15,600.00 


$ 2,160,890.17 
1,996,852.78 
1,172,362.33 


$ 1,108,276.65 
1,996,429.54 
1,230,711.74 

33,258.00 


35,243.81 

1,234,194.39 

$ 1,038,437.76 
443,387.59 
$ 1,481,825.35 
110,843.80 

1,370,981.55 

5,469,040.55 

46,828.73 

$12,113,426.95 

$ 234,371.43 

5,656,381.70 

93,682.65 

$11,491,707.64 

173,652.53 

10,385.34 

35,243.81 

199,127.62 

9,362.05 


$ 2,417,868.08 


2,033,846.88 

490,240.29 

1,927,627.79 


$ 7,924,666.40 


4,993,597.78 

174,172.61 

3,365,799.90 

4,558,866.50 

28,261.89 


$ 65,423.43 

218,986.08 
9,447.34 


371,185.11 

10,600.00 

304,456.85 


EXCESS IN CONSOLIDATION: 

Excess of cost of investment in subsidiaries 
over the book value of their net assets at 

date of acquisition. 

Less: Reserve for Amortization. 


319,348.12 

121,349.93 


197,998.19 

$20,068,265.39 


319,348.12 

114,050.69 


205,297.43 

$18,724,707.77 
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June 30, 1960 and 1959 


LIABILITIES 


I960 


1959 


CURRENT LIABILITIES: 


Accounts Payable—Merchandise . 

Accounts Payable—Expenses . 

Notes Payable—Due Within One Year. . 

Federal Income Taxes Payable. 

Accrued Liabilities: 

Wages, Salaries and Commissions. $ 154,793.90 

Taxes, Other than Federal Taxes on 

Income . 232,104.21 

Rents and Other Items. 105,432.19 

Other Current Liabilities: 

Due to Department Lessees. $ 28,833.49 

Deposits and Refunds Due Customers. . 48,022.75 

Sundry Other Liabilities. — 


$ 2,261,557.25 
208,363.97 
100,000.00 
471,628.40 


492,330.30 


76,856.24 


TOTAL CURRENT LIABILITIES. $ 3,610,736.16 

LONG TERM DEBT: 

Notes Payable. $ 3,000,000.00 

Less: Current Installments Shown 
Above . 100,000.00 

2,900,000.00 

RESERVES: 

Reserves for Unrealized Profit on Will Call 

Balances . $ 445,497.69 

Reserve for Contingencies. 150,000.00 

595,497.69 

CAPITAL STOCK AND SURPLUS: 

Common Stock— 

Par Value $1.00 per share: 


Authorized . 1,000,000 Shares 

Issued . 822,848 Shares $ 822,848.00 

Less: Stock Held 
in Treasury 

(1959—29,422) 29,604 Shares 29,604.00 

Outstanding . 793,244 Shares $ 793,244.00 

Capital Surplus . 1,867,463.06 

Earned Surplus . 10,301,324.48 12,962,031.54 

$20,068,265.39 


$ 2,362,182.84 
219,241.01 
236,110.00 
645,048.62 

$ 260,672.88 

204,097.41 

105,518.48 570,288.77 

$ 15,613.15 

52,210.05 

1,820.84 69,644.04 


$ 4,102,515.28 


1,416,673.00 

236,110.00 


1,180,563.00 


$ 467,670.29 

150,000.00 


617,670.29 


$ 822,848.00 

29,422.00 
$ 793,426.00 

1,893,149.69 

10,137,383.51 12,823,959.20 

$18,724,707.77 


See Notes to Financial Statements which are an integral part hereof. 
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STORES CORPORATION 

STATEMENT OF CONSOLIDATED 


For the Years Ended June 30, i960 

NET SALES . $44,693,265.98 

Cost of Goods Sold, Selling, General and Administrative Expenses 42,322,694.68 

Operating Profit—Before Depreciation and Amortization. $ 2,370,571.30 

Depreciation and Amortization of Leasehold Improvements, Build¬ 
ings, Furniture, Fixtures, Equipment and Air Conditioning, etc. 851,380.89 

Net Operating Profit. $ 1,519,190.41 

Gain on Capital Assets. $ 8,904.43 

Interest and Miscellaneous Income. 153,413.22 

$ 162,317.65 

TOTAL INCOME. $ 1,681,508.06 


INCOME DEDUCTIONS: 

Interest . $ 146,792.49 

Loss on Capital Assets. 67,208.06 

Provision for Bad Debts and Other Items. 105,316.98 

Total Income Deductions. $ 319,317.53 

Net Income—Before Federal Taxes and Reserves. $ 1,362,190.53 

Federal Income Taxes. 553,505.92 

Net Income—After Federal Income Taxes. $ 808,684.61 

Reserve for Amortization of Excess Cost of Investment in 

Subsidiaries . 7,299.24 

NET INCOME TRANSFERRED TO SURPLUS. $ 801,385.37 



See Notes to Financial Statements which are an integral part hereof. 
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INCOME 

1959 

$43,405,603.23 
40,812,840.63 
$ 2,592,762.60 

819,325.60 
$ 1,773,437.00 
$ 7,782.68 

182,245.53 
$ 190 , 028.21 

$ 1,963,465.21 

$ 81,441.41 

2,495.42 
132,219.58 

$ 216,156.41 

$ 1,747,308.80 
692,933.22 
$ 1,054,375.58 

7,299.24 
$ 1,047,076.34 



















































STORES CORPORATION 


STATEMENTS OF CONSOLIDATED SURPLUS 


For the Years Ended June 30, 


1960 


1959 


EARNED SURPLUS: 


Balance—At Beginning of the Year. 

$10,137,383.51 

$10,281,334.42 

Add: 

Net Income for the Fiscal Year Ending June 30. 

801,385.37 

1,047,076.34 

Total . 

$10,938,768.88 

$11,328,410.76 

Deduct: 

Cash Dividends Paid. 

$ 637,444.40 

$ 611,097.25 

Value of 38,662 Shares—5% Stock Dividend. 

— 

579,930.00 

Total Dividends . 

$ 637,444.40 

$ 1,191,027.25 

Balance—At End of the Year. 

$10,301,324.48 

$10,137,383.51 

CAPITAL SURPLUS: 

Balance—At Beginning of the Year. 

$ 1,893,149.69 

$ 1,262,473.26 

Add: 

Excess over Par Value of 38,662 Shares of Common 
Stock Issued as a 5% Stock Dividend. 


541,268.00 

Par Value of Stock Dividend on Treasury Stock. 

— 

1,295.00 

Excess of Cost of Shares of Common Stock issued to 
employees and others from Treasury, in lieu of cash. . 

108,662.00 

134,123.50 

Total . 

$ 2,001,811.69 

$ 1,939,159.76 

Deduct: 

Excess of Cost of Shares of Common Stock acquired for 
Treasury over Par Value thereof. 

134,348.63 

46,010.07 

Balance—At End of the Year. 

$ 1,867,463.06 

$ 1,893,149.69 


Notes to Financial Statements 

1 . Income Taxes 

The Federal Income Tax Returns of the Company have been 
examined by the United States Treasury Department up to 
and including the returns for the fiscal year ended June 30, 

1958. Additional taxes claimed by the Treasury Department 
as a result of such examinations have been paid or accrued. 
The Federal Income Tax Returns for the fiscal years ended 
June 30, 1959 and June 30, I960, are subject to final deter¬ 
mination by the Treasury Department. 

2 . Long Term Loan 

Under the provisions of the fifteen year 5 Ys% long term 
agreement with the Insurance Company, dated December 1, 

1959, the aggregate amount of cash dividends declared on 
common stock and payments made in purchasing shares of 
the Company’s own stock, may not exceed 100% of the con¬ 
solidated net earnings accrued subsequent to June 30, 1959, 
plus the sum of $1,200,000.00. The consolidated earned 


surplus as of June 30, I960, not subject to this restriction 
amounted to $1,338,072.34. The agreement further provides, 
among other things, that the Company shall maintain a con¬ 
solidated net working capital of not less than the greater of 
either 200% of the consolidated funded debt of the Company 
and its subsidiaries, or $4,000,000.00. 

3 . Commitments and Leases 

As at June 30, I960, the minimum annual rentals under 
leases expiring after June 30, 1963, amounted to approxi¬ 
mately $1,879,861.33, plus, in some instances, additional 
rentals based on a percentage of sales, or for payment of real 
estate taxes, insurance, etc. 

4 . U.S. Government Securities 

The United States Government Securities shown in the Bal¬ 
ance Sheet in the amount of $1,996,852.78, have a market 
value of $1,736,000.00, as of June 30, I960. 
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ACCOUNTANTS’ REPOR T 


I. J. Skolnick 8c Co. 

Certified Public Accountants 
TIME 8c LIFE BU ILDING - ROCKEFELLER CENTER 
NEW YORK 20. N. Y. 


To the Board of Directors: 

FRANKLIN STORES CORPORATION: 

We have examined the consolidated balance sheet of Franklin Stores Corporation and its subsidiary 
companies as at June 30, I960, and the statements of consolidated profit and loss and surplus for the 
fiscal year then ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and related statements of consolidated 
profit and loss and surplus, present fairly the consolidated financial position of Franklin Stores Corporation 
and its subsidiary companies at June 30, I960 and the results of their operations for the fiscal year then 
ended, in conformity with generally accepted accounting principles applied on a basis consistent with that 
of the preceding fiscal year. 


August 31, I960 
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Disposition of Net Darnings during 16 years of Public Ownership 


Fiscal Year 

June 30th 

Net 

Available 

Earnings 

Taxes Paid 
Federal-State 
and Local 

Cash Dividends 

Paid to 
Stockholders 

Dividends 

Per Share 

Balance 
Retained 
in Business 

1945 

$ 3 , 847 , 455.31 

$ 2 , 826 , 764.32 

$ 175 , 001.09 

$ .25 

$ 845 , 689.90 

1946 

3 , 013 , 147.37 

1 , 533 , 479.39 

528 , 971.45 

.75 

950 , 696.53 

1947 

1 , 790 , 263.88 

718 , 394.44 

651 , 802.70 

.90 

420 , 066.74 

1948 

2 , 147 , 751.09 

836 , 105.27 

518 , 016.35 

.70 

793 , 629.47 

1949 

2 , 388 , 827.59 

897 , 803.59 

517 , 705.60 

.70 

973 , 318.40 

1950 

1 , 862 , 181.71 

711 , 827.25 

505 , 167.80 

.70 

645 , 186.66 

1951 

1 , 970 , 824.98 

769 , 210.08 

540 , 769.65 

.75 

660 , 845.25 

1952 

2 , 480 , 638.64 

1 , 114 , 525.71 

575 , 802.20 

.80 

790 , 310.73 

1953 

2 , 537 , 287.20 

1 , 117 , 498.54 

580 , 854.25 

.80 

838 , 934.41 

1954 

1 , 583 , 935.34 

764 , 748.78 

605 , 520.80 

.80 

213 , 665.76 

1955 

1 , 860 , 919.83 

851 , 722.27 

599 , 663.20 

.80 

409 , 534.36 

1956 

2 , 086 , 906.02 

1 , 038 , 841.26 

604 , 517.00 

.80 

443 , 547.76 

1957 

2 , 103 , 619.28 

1 , 094 , 375.28 

608 , 988.60 

.80 

400 , 255.40 

1958 

1 , 838 , 997.43 

1 , 052 , 955.59 

601 , 218.60 

.80 

184 , 823.24 

1959 

2 , 388 , 628.09 

1 , 244 , 192.32 

611 , 097.25 

.80 

533 , 338.52 

I 960 

1 , 963 , 260.77 

1 , 187 , 744.03 

637 , 444.40 

.80 

138 , 072.34 

TOTAL 

$ 35 , 864 , 644.53 

$ 17 , 760 , 188.12 

$ 8 , 862 , 540.94 

$ 11.95 

$ 9 , 241 , 915.47 


Net Worth MILLIONS OF DOLLARS 



FISCAL YEARS ENDED JUNE 30. 



Areas in which company operates 
stores under the names of: 


FRANKLIN'S • ALBERT'S • MYRON'S 
PARISIAN • ROXY • FARRAGUT'S 
RUBENSTEIN'S • MAYFAIR • LORD'S 
LA MODE • VOGUE • ALEXANDER'S 
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